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Presenter Notes
Presentation Notes
Thanks for joining us today

I have 25 slides and several screens to show





DEBT CAPACITY ESTIMATE
How much can we bond for?

District can calculate an estimate or request from 
OPI
Point in Time 

Presenter Notes
Presentation Notes

Sample spreadsheet available in the handouts.  These calculations change every year due to statewide debt service mill values and district debt service mill values per ANB.
ANB changes every year.
MCA 20-9-406


Districts liabilities change daily
Basic Rule – 100% of Taxable Value
Legislation increased debt capacity by an amount most taxpayers could not afford and would not vote

The sky is not the limit – Taxpayer approval is



BOND TYPES

20-9-408. "General obligation bonds" means 
bonds that pledge the full faith and credit and the 
taxing power of a school district. 

Presenter Notes
Presentation Notes
Our discussion is about GO bonds.
2 Montana school districts have Revenue Impact Aid (fund 26) bonds
	No levies
	No state assistance




GENERAL OBLIGATION BONDS
MCA 20-9-4XX

Assumptions

District working with fiscal agent, Bond Counsel

Project Design contracts

Ballot election passed

Presenter Notes
Presentation Notes
Debt Capacity statements – OPI
Public Notifications
Architectures, Engineers bids
Voter Approved
Bonds sold on the Market
Official Statements” Legal and fiscal agent – closing statements
Understand Mandatory reporting disclosures 
Maybe Contacting your auditor
Advance Estimates –  state subsidies if eligible and available, maybe FY2021 in an amount not material to financing debt.


EMMA contact information in handouts

Visit handout



BOND TERMS
Limitation Of Term And Interest -- Timing For Redemption 
20-9-410. Limitation of term and interest -- timing for 
redemption. (1) School district bonds may not be issued for a 
term longer than 30 years, except that bonds issued to refund or 
redeem outstanding bonds may not be issued for a term longer 
than 10 years unless the unexpired term of the bonds to be 
refunded or redeemed is in excess of 10 years, in which case the 
refunding or redeeming bonds may be issued for the unexpired 
term 
(2) For purposes of this section, the term of a bond issue 
commences on July 1 of the fiscal year in which the school 
district first levies taxes to pay the principal and interest on the 
bonds. 

Presenter Notes
Presentation Notes
30-year term limit (2017 changed from 20-year term)
Refunding bonds have different schedules and laws
30-year term will probably never pass a vote – big TP obligation for 30 years
No bonds in Montana school districts are > 20 years
Intercap bonds (loans) are limited to 15-year term or useful life of the project whichever is less.





TRUSTEES’ MANDATE TO BUDGET
20-9-438. Preparation of general obligation debt service fund 
budget -- operating reserve.
(1) The trustees of each school district having outstanding general 
obligation bonds shall include in the debt service fund of the final 
budget adopted in accordance with 20-9-133 an amount of money that 
is necessary to pay the interest and the principal amount becoming 
due during the ensuing school fiscal year.
(2) The trustees shall also include in the debt service fund of the final 
budget: 
(a) the amount of money necessary to pay the special 
improvement district assessments levied against the school district 
that become due during the ensuing school fiscal year; 
(b) a limited operating reserve for the school fiscal year following the 
ensuing school fiscal year. 

Presenter Notes
Presentation Notes
Special improvement districts – SID or RID
Can be 10 years, OTO or perpetual
Streetlights, upgrade sidewalks and curbs, sewer improvements
How do we know if our district has this obligation - ? Bill from Treasurer

OPI may confirm amounts levied for SID 


Limited operating reserve – discussion to follow in later slide

https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0010/section_0330/0200-0090-0010-0330.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0010/section_0330/0200-0090-0010-0330.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0010/section_0330/0200-0090-0010-0330.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0010/section_0330/0200-0090-0010-0330.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0010/section_0330/0200-0090-0010-0330.html


PROCEEDS - BONDED DEBT
Proceeds issued to County Treasurer – MCA 20-9-435

•All money realized from the sale of school district bonds must 
be paid to the county treasurer. The county treasurer shall 
credit the money to the building fund (Fund 60) of the school 
district issuing the bonds.

• The money realized from the sale of school district bonds must 
be immediately available to the school district, and the trustees 
may expend the money without budgeted authorization only for 
the purposes for which the bonds were authorized by the school 
district bond election.

Presenter Notes
Presentation Notes

Remember the stated purpose authorized – Ballot language, indenture documents state purpose to levy.
Especially important when the bond has been paid off and the debt service fund has a residual balance.

The taxpayers authorized a specific amount of principal debt and the purpose in which those funds can be spent.
The ballot language is also written so that the district can apply the stated purpose with some discretion.
Be careful and responsible.



COUNTY RESPONSIBILITIES
20-9-442. Entries of payments and notification of 
school district. The county treasurer shall make the 
necessary entries of all payments of interest and 
principal on the treasurer's bond registration record 
and shall promptly notify the clerk of the school 
district when the payments are made. The county 
treasurer also shall deliver the canceled coupons 
and bonds to the county clerk at the end of each 
month. The county clerk shall file the canceled 
coupons and bonds in the clerk's office.

Presenter Notes
Presentation Notes
Districts should verify coupon amounts with legally scheduled amounts.




MAEFAIRS SCHEDULING FOR BONDED DEBT

Final Bond Schedule  - MAKE SURE OPI HAS 
RECEIVED SCHEDULE and your county Treasurer has 
a copy.
Note semi annual interest and principal payments
•FY Due dates scheduled with 06-30-XX FYE dates
OPI will schedule all bonds and bond payments in 
MAEFAIRS

Presenter Notes
Presentation Notes
Make sure the bond schedule says Final at the top.

Fiscal agents usually send final schedules to OPI School Finance, district responsibility to verify that OPI has received.
 
Go to Bond Schedule in handouts folder S drive – Final debt service schedule June and Dec



TIMING OF PAYMENTS
Dates Of Issue And Payments  
20-9-411. Dates of issue and payments. In order 
that the dates of payment of installments on school 
district bond issues may coincide as nearly as 
possible with the largest monthly tax collections, all 
school district bonds shall preferably bear a date of 
some day in June or December.

Presenter Notes
Presentation Notes
Property taxes are collected at the County in November and May

Go to Bond Schedule in handouts folder S drive – Final debt service schedule June and Dec -  Belgrade

Show Clinton 
Jan – July (June 30)

Show MAEFAIRS schedule Fairview
MAEFAIRS shows only FY payment totals, not semi annual interest schedules
Understanding how OPI includes which semi annual interest periods is important.






MAEFAIRS SCHEDULING FOR 
BONDED DEBT

Verify MAEFAIRS bond schedule matches the FINAL 
schedule

Always review annual bond records

Presenter Notes
Presentation Notes
Go to MAEFAIRS Schedule show annual records



HOW DO WE PAY FOR THE FIRST INTEREST 
PAYMENT?

•The fiscal bond agent can address this need in the closing 
documents 
Most school bonds are sold at a premium.  
This means that we voted and issued $10M in bonds.  We received proceeds of 
$11M due to the market conditions.  Fiscal Agents can specify the first interest 
payment can be paid from premium proceeds and grant an exception to have 
the treasurer deposit the exact amount into the debt service fund 50. 

•County Treasurers by law (MCA 20-9-440) must make all 
debt payments when due regardless of district funds 
available at that time.
• If the interest payment was made by the county, the district will include this 
reimbursement to the county in the first year budgeted. 

Presenter Notes
Presentation Notes

Let's talk about the first year budgeted.  Our district issued bonds on February 12, 2020.
FY 2020 budget was finalized in August 2019.
We have an interest payment due on 06/30/2020 and we have no fund balance in debt service, we don’t even have an established debt service fund yet.

How do we pay for the first interest payment? Was the first interest payment included in the proceeds?
If the first payment is included in the financing, the closing documents will direct the Board of Trustees to direct the Treasurer to put funds in Debt Service fund not fund 60. This is the exception.
The district would be fully informed if this exception applies.


If the proceeds do not include the first payment, the Treasurer will make the payment from any available funds of the district.
The district will include this amount due to County in the upcoming tax levies.

See handout interest from proceeds  5

How do we recover this payment through tax levies? 
Add to fund balance – demonstrate
In scheduled years outside of the 1st year, adding any amount to budget code 0003 will be monitored by OPI.
TP authorized a specific amount of money. 

Budget code 0003 is used in the 1st year as needed, the last year (if needed for TR) and specifically for tax credit bonds with federal guaranteed interest payments that were revised 
through sequestration. These types of tax credit bonds are not being issued at this time.  Sinking Fund bonds are an example of this type of situation.
In December 2017 Trump signed a bill that prohibits any more of these tax credit bonds for local governments.  This change in law is detrimental to the huge savings that were previously afforded 
To Local Governments.

QZAB is another type of tax credit bond program that Montana schools lost in this federal legislation. QZAB bonds had not interest expense.  Montana still has a couple QZAB bonds that 
have not matured yet.








BUDGETING FOR BONDED DEBT

The annual budgeted bond records will show for each year of 
outstanding scheduled debt.

Payments are made from tax levies collected and other budgeted 
nonlevy revenues – interest, Oil and Gas, Coal Gross Proceeds, “other 
Revenue”

State subsidies may be available for eligible districts in May, subject to 
appropriations from the legislature

Presenter Notes
Presentation Notes
Just a few more comments are recovering debt service fund deficits 
	
Go to budget screen and Add to Fund Balance.
Tie to TFS.
Consider future scenarios not just this year’s deficit.
Go to Belt El  FY18 TFS; FY19 Budget
Show FY2020 

If you are a sinking fund bond holder, the are additional considerations.  The accounting records assets (cash) to asset (Cash restricted) . Sinking Fund bonds have a bullet maturity.
Some are very complex. Not all sinking fund bonds were tax credit bonds







LIMITED OPERATING RESERVE

At the end of each school fiscal year, the trustees of a school district 
may designate a portion of the end-of-the-year fund balance of the 
debt service fund to be earmarked as a limited operating reserve for 
the purpose of paying, whenever a cash flow shortage occurs, debt 
service fund warrants and bond obligations that must be paid from 
July 1 through November 30 of the school fiscal year 
following the ensuing school fiscal year. Any portion of 
the debt service fund end-of-the-year fund balance not earmarked for 
limited operating reserve purposes must be reappropriated to be used 
for property tax reduction as provided in 20-9-439.

Presenter Notes
Presentation Notes
I don’t expect to see the “limited operating reserve” in the budget.
Bonds are scheduled outside of this time range. If your district needs a limited operating reserve, you can budget for it.

There are exceptions and the final year of maturity may be one of them.

OPI monitors compliance with “limited operating reserves” 
This means we will contact you for justification if material.


https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0390/0200-0090-0040-0390.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0390/0200-0090-0040-0390.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0390/0200-0090-0040-0390.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0390/0200-0090-0040-0390.html
https://www.leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0390/0200-0090-0040-0390.html


MAEFAIRS



BUDGETS – STEP 2

Presenter Notes
Presentation Notes
Step 1 is entering Taxable Value

OPI will set up a taxing jurisdiction label if the district does not currently have one from previous debt service activity.
The district can use any label they want as a reference to the bond.
Examples are EL 2008
Series 2019
ELGym

Districts may have more than one TJ when they have a different taxpayers that voted for different bonds.
This happens when the district has boundary changes. – Rare




Presenter Notes
Presentation Notes
Go to Long Term Liabilities report – print the report



Presenter Notes
Presentation Notes
Step 6, Select, demonstrate entry of agent fees
Discuss compliance with agent fees

Demonstrate schedule report – Show handout 6








DEBT SERVICE ASSISTANCE
The trustees of a district may apply the state reimbursement 
for school facilities to reduce the levy requirement in the ensuing 
school fiscal year for all outstanding bonded indebtedness on general 
obligation bonds sold in the debt service fund of the district.

The trustees may apply the state advance for school facilities to 
reduce the levy requirement in the current school fiscal year for debt 
service payments on general obligation bonds to which the state 
advance for school facilities applies.

Presenter Notes
Presentation Notes
If your district is eligible for state Debt Service Assistance (when funds are appropriated by the legislature) OPI will issue subsidies in the May payment.  In the first year of the bond, advance payments will be issued in addition to the reimbursement.  This allows a fund balance to be available for the ensuing year. These separate components of the district’s payment are calculated separately and may not be the same amount.

Montana Legislatures quit funding debt service assistance in FY2017 – 2020. These 4 years saw a decrease in new school bonds being issued

What if my district doesn’t qualify for Debt Service Assistance? Local Levies    on the full faith of the taxpayers.

Taxes Receivable recognized in accrual accounting should offset in the ensuing fiscal year. Manage your debt service fund carefully.

OPI has a small budget authority for FY2021. This will not be a significant amount to affect debt financing.



Presenter Notes
Presentation Notes
=39,519.70+24,999.59= 64,519.29

One payment is received for debt service assistance.




GTB DEBT SERVICE TFS REVENUES

Presenter Notes
Presentation Notes
Calculated and prefilled by OPI




Presenter Notes
Presentation Notes
Note the Other Revenues 9100 – is just the advance amount, Not the reimbursement. To be used in the CFY
The reimbursement will just be revenue that is first reported in the TFS and becomes part of fund balance that will be reappropriated in the next fiscal year. District entry

OPI notifies eligible districts in Year 1 of a new bond if estimated advance subsidies are available.

Show District MV report hand out 7
Posted on the website in January each year for the ensuing year.
Shows if your district is eligible for state subsidies.

District mill value per ANB must be less than the state MV/ANB

Legislative funding is available.




REFUNDING BONDS
Refunding bonds may be issued in a principal amount greater than 
the principal amount of the outstanding bonds if there is a reduction 
of total debt service cost to the district.

20-9-412

Presenter Notes
Presentation Notes
Note – in order to refund existing bonds, it must be a cost savings to the district.

Bonds are callable after 10 years.
We don’t expect to see refunding bond activity as interest rates are so low and no cost savings would be material.

Districts that have bonds that could be refunded are contacted by the fiscal agent, but districts should monitor when economic conditions are different.
Refunding bonds do not require a vote again.



SETTLEMENT OF BONDED DEBT

Early settlement of debt

At Maturity

Managing inactive debt service fund
• Closing fund 50

Presenter Notes
Presentation Notes
Early settlement of debt (not by issuing refunding bond debt) can be possible with “other Revenue”
Impact aid districts 
Projects come in at lower costs







DISPOSITION OF DEBT SERVICE 
FUND

Disposition Of Remaining Debt Service Fund 

20-9-443. Disposition of remaining debt service fund. (1) Except as 
provided in subsection (2), when all of the bonds, bond interest, and special 
improvement district obligations of a school district have been fully paid, all 
money remaining in the debt service fund for the school district and all 
money that may come into the debt service fund from the payment of the 
delinquent taxes must be transferred by the county treasurer to the building 
reserve levy fund, the technology acquisition and depreciation fund, or the 
general fund as designated by the school district if the subsequent use of the 
funds by the school district is limited to constructing, equipping, or enlarging 
school buildings or purchasing land needed for school purposes in the 
district.

Presenter Notes
Presentation Notes
10.10.319 CLOSURE OF A SCHOOL DISTRICT FUND (3) Pursuant to 20-9-443, MCA when all bond principal, interest, and fees and all SIDs outstanding have been fully paid, the trustees shall close the debt service fund into the building reserve fund
(6) Pursuant to 20-9-201, MCA, the trustees shall notify the county treasurer in writing of the fund closure, stating the district fund into which the inactive fund is to be closed. The county treasurer shall deposit subsequent receipts on behalf of the closed fund, including subsequent tax receipts, in the fund to which the inactive fund was closed. d, general fund, or technology fund. The district shall identify money transferred from the debt service fund using a project reporter code number and track the subsequent uses of the money that are limited by 20-9-443, MCA. 

Residual Equity transfers not operating transfers.



DEBT SERVICE FUND 

•Safeguards in fund 50

•Specific statutes that differ from other 
budgeted funds

Presenter Notes
Presentation Notes
For example, no audit finding for exceeding budget authority -  deficit balance at year end.
If a district incurs a legal bonded debt payment after the final debt service fund budget for the current fiscal year has been adopted and if payment on the debt is required for the current fiscal year, payment on the debt in the current school fiscal year is allowed if money is available.



MCA 20-9-133



BONDED DEBT RECORD RETENTION
County Elections office
County Treasurer’s accounting records
District Responsibilities
•Facilities support files have a permanent retention
•period for records

•20-year bond is a long time

Presenter Notes
Presentation Notes
Facilities support files have a permanent retention period for records.



QUESTIONS
Webinar and handouts posted at http://opi.mt.gov/Leadership/Finance-
Grants/School-Finance

Budget Instructions

Fund Instructions

MCA 20 -9-4XX

Presenter Notes
Presentation Notes
Demonstrate fund instructions
Demonstrate Budget Instructions

http://opi.mt.gov/Leadership/Finance-Grants/School-Finance
http://opi.mt.gov/Leadership/Finance-Grants/School-Finance
http://opi.mt.gov/Leadership/Finance-Grants/School-Finance
http://opi.mt.gov/Leadership/Finance-Grants/School-Finance
http://opi.mt.gov/Leadership/Finance-Grants/School-Finance
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